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W e have audited tile accom panying statement of financial position of the Red River Association for 
Retarded Citizens. Inc. (a nonprofit organization) as of June 30, 2000, and the lelated statements of 
activities and cash flows for the year then ended. These financial statements are the responsibility of the 
Association's m anagcment. Our responsibility is to express an opinion on these financial statements based 
on our audit. 

W e conducted oar attdit ill accordance with generally accepted auditing standards and the standards 
applicable to financial audits contained in Government Auditing Standards, issued by the Com ptroller 
General of the United States. Those standards require that we plan and perfolnt the audit to obtain to 
obtain reasonable assurance about whether the financial statements are free of material m isstatement. All 
audit includes exam inirLg, on a test basis, evidence supporting the amounts and disclosures iu the financial 
statements Au audit also includes assessing the accounting principles used and the significant estim ates 
m ade by inanagernent, as well as evaluating tile overall financial statement presentation. W e believe that 

our audit provides a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present faM y, in all m aterial respects, tile 
financial position of the Red River Association for Retarded Citizens, Inc. as of Jnne 30, 2000, and the 
changes in its net assets and its cash flows for the year then ended in conform ity w ith generally accepted 
accounting principles. 

As discussed ill Note 5 to the financial statements, tile Association has incurred significant liabilities related 
to unpaid payroll taxes that raise substantial doubt about its ability to continue as a going concern. 
'M anagement's plans in regard to these m atters are also described in N ote 5. The financial statem ents do not 

include any adjtlstnlcnts that nlight resuh from the outcome of this uncertainty, 

In accordance with Government dmfiting Standards, we have also issued our report dated August 16, 2000, 
oil our consideration of the Red River Association for Retarded Citizens, lnc.'s interna| control over 
financial leportiulg and our tests of its com pliance w ith certain provisions of laws, regulations, contracts, 

and grants. 

Our audit was perform ed for the purpose of forming an opinion on the basic financial statements of the Red 
River Association for Retarded Citizens, Inc. taken as a whole. The accom panying schedule of state 
contracts is presented for the purposes of additional analysis and is not a required part of the basic financia 

August 16, 2000 



P,I;,I) RIVI",R A SSOCIATION FOR RETA RD ED CITIZEN S, IN( 
STATEM EN T OF FIN AN CIAL POSITION 

JU N E 30, 2000 

A SSETS 

Carrcnt assets 
Cash on hand and in bank, including $6,950 
bearing interest 
A ccounts receivable 
Total current assets 

l
_'rop3-1;ty a!ld equipment at cost (Note 1 
Fnm iturc, fixtures and equipm ent 
A utom obile 
Total property and equipm ent 
Less: Accum ulated depreciation 
N et property and equipm ent 

Total A ssets 

Current liabi!ities 
A ccounls l'ayable 
Sales Tax Payable 
Payroll liabilities 
Total current liabilities 

N et assets 
N et assets - Unrestricted 

LIA BILITIES AN D N ET A SSETS 

Total liabilities and net assets 

See accountant's report and notes to financial statem ents 

$ 10,031 
26,916 
36.947 

26,642 

36,552 
23~60

_
5 

12,947 

$ 4%894 

5,753 
1,055 
54,U73 
60.981 

S J1~oosz) 

$49~894 



Revenues 

RE1) R1VI';R A SSOCIATION FOR RETA RDED CITIZEN S, INC 
STATEM F.N T O F A CTIV ITIES 

JUNE 30, 2000 

Bayou Blends 
C-Barc 
Cleaning! Cleaning~ Cleaning 
Coke M ol~ey 
Cookies! Cookies! Cookies! 
Grand Bayou Resort 
Ironing! honing! Ironing! 
Interest Incom e 
M eat Pie Com pany 
M iscellaneous 
O CD D 
Reim bursed Expenses 
Sales 
Supported Em ploym ent 
Total revenues 

Expenses 
Accounting Services 
A uto Expense & Trave 
Building M aintenance 
Building Rent 
Client Payroll 
CO A Transportation 
Contract l.abor 
D epreciation l:.xpense 
Food Supplies 
Insurance 
M iscellaneous 
O ffice Fxpenses 
Other 
Payroll Expense 
Penalties 
Pest Control 
Postage & D eliw :ry 
Rainbow Shop F, xpense 

962 
22,086 
5,302 
2,609 
10,487 
11,540 
9,693 
413 

40,500 
121 

217,636 
3,100 
60,498 

_  
9~9933 

_  39_4~ 80 

See accountant's report and notes to financial statem ents 

4,000 
6,821 
2,347 
21,500 
78,475 
1,000 
8,077 
4,646 
22,555 
10,954 
5,429 
1,546 
687 

201,063 
1,74.5 
198 
154 

15,871 



RF.I) RIVER ASSOCIATION FOR RETA RDED CITIZEN S, IN C 
STATEM ENT OF ACTIVITIES 

(Continued) 
JUNE 30, 2000 

Expenses (Cnntinued) 
Repairs 
Supplies 
Telephone 
U tilities 
Total Expenses 

Increase (decrease) in net assets 

N et assets - .hm e 30, 1999 

N et assets - .hm e 30, 2000 

210 
28,122 
2,218 

423.719 

(28,839) 

17.752 

(] 1~o87) 

See accountant's report and notes to financial statem ents 



RED RIVER ASSOCIATION FOR RETARDED CITIZEN S, INC 
STATEM EN T OF CA SI| FLO W S 

JUN E 30, 2000 

_
Cash flq~,/s

.
f~9,!LgtLeygting activities 

lncreasc (decrease) in net assets 
Adjustmenls to reconcile net income to net cash 
provided by operating activities: 
Depreciation 

(Increase) decrease in accounts rccciw~blc 
lncrease (decrease) in accounts payable 
lncrease (decrease) in accrued liabilities 
Ilacrease (decrease) in sales taxes payable 
Net cash provided (used) by operating activities 

Net increase (decrease) in cash and equivalents 
Cash and equivalents, beginning of year 
Cash and equivalents, end of year 

_SuA?Rlcmcnl~i[ d!s.c__!o_sgres- of cash flow infonng_ti_o_n_ 
Cash paid during the year for: 
Interesl expense 
Incom e Tax 

$ (28,839) 

See accountant's report and notes to financial statem ents 

4,646 
(6,343) 
3,253 
16,817 

_  A% ) 
_~ o 5~58) 

(10,558) 

~$ !0,03:!, 

$ 0 



 

REI) RIVER A SSOCIA'I'ION FOR RETA RI)ED CITIZEN S 
SCHEDULE OF STATE CON TRA CTS 

A W A RD ED BY TIlE STA Tt; O F LOU ISIAN A 
DEPARTM EN T OF I IEALTH AN D t tO SPITA LS 

Ot"IvlCI', FOR CIT1ZEN S W ITH DEV ELOPM ENTAL DISA BII,ITIE, S 
FOR TIlE YEAR t';N DED JUN E 30, 2000 

Contract 
Num ber 

Contract Contract Revenue 
Ter!n

. 
A?n otli3t Recogjlized Expenditures 

Social Services 
543431 07/01/99-06/30/00 $228,555 $214,984 $214,984 

See accountant's report and notes to financial statem ents 



REI) RIVER A SSOCIATION FOR RETARDED CITIZEN S 
N OTES TO FINAN CIAL S'FATEM ENTS 

JUNE 30, 2000 

(I) SIGNIFICANT ACCOUNTING POLIC1ES 

O~ ani
.zation and O32e_ r alion 

Red River Association for Retarded Citizens, Inc. (RRARC) was incorporated in 1976 as 
a non-profit coq~oration under the laws of 1,ouisiana. Am ong the purposed of the 
organization are prom otion of the general welfare of the m entally retarded and 
developnaent of program s in their behalf. 

RRARC sponsors a work program for its clients which operates under the nam e Red 
River Industries (RPd). 

pepre_ciaA!9~and cai~tali~ t_ipn policy 
l)cpreciation of property and equipm ent is provided over the estim ated usefid lives of the 
respective assets on the straight-line basis. The basis of valuation of depreciable assets is 
the asset's cost or fair m arket value. 

Provision 1 fgLJ ikcRl)le Taxes 
N o provision for incom e taxes is reflected in the statem ents as the A ssociation files a tax- 

exempt return under I RS Section 501 (c)(3). 

B aki,_s of Acc 9':~!!i!)g 
The accom panying financial statem ents have been prepared on the accrual basis of 
accounting in accordance with generally accepted accounting principles. 

Cash !';flt!j ',!~!gn!g 
Cash equivalents consist of short-term , highly liquid investm ents w hich are readily 

convertible into cash within ninety (90) day, s of purchase, 

Estim ates 
The preparation of financial statem ents in conform ity w ith generally accepted accounting 
principles requires m anagem ent to m ake estim ates and assum ptions that affect certain 
reported am ounts and disclosures. Accordingly, actual results coukl differ from those 
estim ates. 

(2) FUNDING FROM DEPARTM ENT OF HEALTH AND HOSPITALS 

RRARC receives fnnding from  the State of Louisiana Departm ent of tIealth and 
ttospitals O ffice for Citizens w ith Developm ental D isabilities. Funding is provided 
under term s of a contract, which requires that RRARC provide adult day services to 
developm entally disabled citizens. 



RED RIVER ASSOCIA TION FOR RETA RD ED CITIZEN S 
N OTES TO FINAN CIAL STATEM EN TS 

(Continued) 
JUN E 30, 2000 

(3) L]~;ASES 

RRA RC leases the building that houses its operations from  one of its em ployees on a 
month-to-month basis. The monthly rent is $1,450, which is the amount for which the 
building w as being leased prior to it being owned by the aforem entioned em ployee. The 
Louisiana Board of Ethics issued a letter dated June 19, 1998, in which it ruIed that this 
transaction is not in violation of the Code of Govern m ental Ethics. 

(4) CONCENTRATIONS 

Approxim ately 60%  of RRA RC's total revenue com es from  one source. Although not 
ant icipaled, the loss of this source of revenue could have an adverse effect upon RRA RC . 

(5) GO1NG CONCERN 

RRA RC has incurred significant liabilities related to unpaid payroll taxes that raise 
substantial doubt about its ability to continue as a going concern. The financial 

statements do not include any adjustments that might result from the outcome of this 
uncertainty. 

Events which led to the going concern include (a) loss of a contract three years ago that 
had provided substantial work and revenue to the Association, (b) maintaining the full 
staff required for operations prior to the loss of the contract, (c) cash flow problems as a 
result of not culting the staff and expenses, and (d) not paying payroll taxes in a timely 

The results of the above have caused RRA RC to incur decreases in net assets over the 
past three years. A lso, as a result of not paying payroll taxes in a tim ely m aim er, RRA RC 

has a liabilily for payroll taxes (including an estimate for penalties and interest) at June 
30, 2000, of $54,173. RRARC has made substantial progress in paying down the 
outstanding payroll tax liability. In a period of five months (since February 2000), 
RRARC has reduced its liability by approximately $12,000 (from a liability of $66,500 as 
of December 31, 1999). 

RRARC's m anagem ent has developed a plan to address these issues. That plan includes a 
reduction in stafL cutting expenses, and prom oting the services that the Association has 
to offer. Ivlanagem ent has begun to im plem ent these plans. 



RF, D RIVER A SSOCIATION FOR RETA RDED CITIZI",N S 
N OTES TO FIN AN CIAl, STATEM ENTS 

(Conlimmd) 
JUNE 30, 2000 

(5) GOING CONCERN (Continued) 

Two employees were term inated whose combined salaries were approxim ately $38,000 
annually. This action has reduced expenses by' approximately $3,200 per month. 
M anagem ent also cut all other expenses across the board, resulting in an overall decrease 
in total expenses of approxim ately 7% . 

Finally, m anagem ent has prom oted the services that RRARC can provide to the 
COlnnm nity and its businesses in order to increase the revenue generated by the 
A ssociation's existing program s. This has resulted in RRARC obtaining a contract for 
cleaning services w ith a local business that provides gross incom e to the association of 
approximately $6,500 per m onth. Also, m anagem ent is currently in negotiation with 
another local entity for additional cleaning services contracts that could result in further 
increasing the m onthly incom e of the association. 

RRARC has lim ely paid its payroll taxes for the period Decem ber 1999 through date of 
issue of this report. RRA RC is m aking paym ents of approxim ately $2,500 per m onth on 
the outslanding payroll tax liability. 
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REPORT ON COM PI.IANCE AN D ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING BASE;[) ON AN AUDIT OF FINANCIAL STATEM ENTS PERFORM ED 

IN ACCORD ANCE W ITtl (;O Vt::RNM ENTAUD]T[NG STANDARDS 

Board of l)irectors 
Red River Association for 
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Coushatta. Louisiana 

(318)869 1275 
AX (31g) 869-1278 

W e have audited the financial statements of tile Red River Association for Retarded Citizens, Inc. (a 
nonprofit organi~'ation) as of and for the year ended June 30, 2000, and have isstlcd our report thereon 
dated August 16, 2000. W e conducted our audit in accordance with generally accepted auditing standards 
and tile standal ds applicable to financial audits contained in Government Alldiling Sta##dards, issued by the 
Comptroller General of the United States. 

('om pliance 

As part of obtaining leasonable assurance about whether Red River Association for Retarded Citizens, 
Inc.'s finallcial stalenleats are free of m aterial nlisstatem ent, we perform ed tests of its conlpliance w ith 
certain provisions of laws, regulations, contracts arid grants, noncompliance with which could have a direct 
and material effect on the delermination of financial statement amounts. However, providing an opinion oil 
compliance with those provisions was not an objective of our audit, and accordingly, we do not express 
such all opillion. The reslllts of our tests disclosed no instance of nonconlpliance that is req/dred to be 
reported under Governme#l! A udiling 5;tandards. 

nternal Contro O ver F hmucial_ Reportjng 

In planning and pet form ing our audit, we considered Red River Association for Retarded Citizens, lnc.'s 
internal control over financial reporting in order to determ ine our auditing procedtnes for the purpose of 
expressing oar opiM on on the general pnrposc financial statenlents and not to provide assurance on the 
internal conlrol over financial reporting. However, we noted certain matters involving the internal control 
over financial reporting and its operation that we consider to be reportable conditions. Reportable 
conditions involve m atters com ing to our attention relating to significant deficiencies in the design or 
operation of the internal control over financial repm'ting that, in our judgment, could adversely affect Red 
River Association for Retarded Citizens, lnc.'s ability to record, process, sunlm arize and repolt financial 
data consistent 'M th the assertions of m aaagem ent ill the financial statements. Reportable conditions are 
described in the accom panying Schedule of Reportable Conditions and M aterial W eaknesses. 

A m aterial weakness is a condition in which the design or operation of one or m ore of tile internal control 
components does not reduce to a relatively low level the risk that m isstatements in anlounts that would be 
m aterial in relation to the financial statements being audited may occur and not be detected within a timely 
period by employees in the norm al course of perform ing their assigned functions. Our consideration of the 
internal conlrol over financial reporting would not necessarily disclose all m atters in the internal control 



that m ight be reportable conditions and, accordingly, would not necessarily disclose all reportable 
conditions that are also considered to be material weaknesses. However, we consider one of the reportable 
conditions described above to be a m aterial weakness as detailed in tile accom panying Schedule of 
Reportable Conditions and M aterial W eaknesses. 

This report is intended solely for the information and use of the audit comm ittee, m anagem en 
w ithin the organization and is not intend 
specified parties. 

August 16, 2000 

and others 
than these 



 

RED RIVEf~ A SSOCIATION FOR RETA RDED CITIZEN S, IN C. 
SCt llil)l.JLt~; O F REPORTABLE CON I)ITION S AN D M ATERIAL W EAKN FSSES 

JUNE 30, 2000 

W e noted the follow ing m atters involving Red River A ssociation for Retarded Citizens, 
lnc.'s internal control over financial reporting and its operation that we consider to bc 
reportable conditions: 

(1) I .ack of segregation of accounting duties 

(2) 

]!ffect 
Theic are fewer checks and balances on accounting transactions which can lead to 
cc,nditions such that m isstatem ents in am ounts that would be m aterial in relation 
to the financial sl.atem ents wonld occur and not be detected in a tim ely m anner. 

Recom m endation/Conclusion 

segregation of m ost accounting functions is 

l'he sm all size of the A ssociation's staff lim its the extent of segregation of duties 
fhis is a constraint which will always be present in the Association. 

Payro ll taxes not paid tim ely and payroll reports not filed tim ely. This relates to 
the period July 1999 through N ovem ber 1999 of the fiscal year. This condition 
was identified in last year's audit. 

Eft\:ct 
Creation of a substantial liability as of June 30, 2000 

Cause 
Due to lack of segregation of duties and proper oversight 

Recom m endation 
Require the Executive Director to sign all payroll tax reports and be responsible 
for tim ely filing of all such reports. By separating this function from the 
bookkeeper, there would be a "check system " in place to ensure proper filing of 
repo,'ts. In addition, at the tim e the Executive D irector signs the payroll reports, 
she can review the paym ent status of the payroll taxes. A lso, use of services 
provided by the audit firm could be utilized m ore than once a year to ensure that 
payroll taxes are being paid properly and the form s are filed in a tim ely m anner. 



 

](El) RIVER A SSOCIATION FOR RFTARDED CITIZEN S, IN C. 
SCt IEI)ULI,; OF RI,;PORTA BI,E CON DITION S AN D M ATERIAL W EA KN I';SSES 

(Continued) 
JUNE 30, 2000 

Of the reportable conditions described above, we consider item (1) to be a materia 
weakness. 

This schedule is provided as supplem ental inform ation to the "Report on Com pliance and 
on Internal Control Over Financial Reporting Based on an Audit of Financial Statem ents 
Perform ed in Accordance w ith Governmental Auditing Standards"' dated October 24, 
2000. 



RED RIVI';R A SSOCIATION FOR RETARDED CITIZEN S, IN( 
SCI IEDULE OF PRIOR YEAR AUDIT FIND IN GS 

JUN I" 30, 2000 

The tbllow ing m atters involving Red River Association for Retarded Citizens, Inc. relate 
to Prior Year Audit Findings: 

(1) l,ack of segregation of duties 

I)ue to the A ssociation's sm all staff, segregation of m ost accouuting functions is 
not possible. This is a constraint which will always be present in the A ssociation. 

(2) l'ayroll taxes not paid timely and payroll reports not filed timely 

This m atter has been partially corrected. Payroll laxes from  D ecem ber 1999 
through the date of this report have been paid tim ely and in full. A ll payroll tax 
repoJls have been filed tim ely. In February 2000, the A ssociation began m aking 
extra paym ents of approxim ately $2,500 per m onth to pay dow n the outstanding 
payroll tax liability from the period January 1999 to N ovem ber 199!). A s of June 
30, 2000, the Association has paid $12,100 toward this purpose. The Association 
plans lo continue m aking extra paym ents to pay off the payroll lax liability. The 
Association plans to have the outstanding payroll tax liability paid off in 
approxim ately 24 to 30 m onths. 

(3) I'aymenl made directly to an employee's credit card company as reimbursement 
tbr expenses incurred on behalf of the Association. 

This m atter has been corrected 

(4) Payment made from a statement of account rather than from invoices 

This m atter has been corrected 



RED RIVh:R A SSOCIATION FOR RETA RD ED CITIZEN S, INC 
M ANAGEM EN T'S PLAN OF CORRECTIVE A CTION 

JUN E 30, 2000 

The results of audit tests disclosed the following reportable conditions 

(1) Lack of segregation of accounting duties 

Ef['ect 
There are fewer checks and balances on accounting transactions which can lead to 
conditions such that m isstatem ents in am ounts that would be m aterial in relation 
to the financial statem ents would occur and not be detected in a tim ely m anner. 

Cause 
Due to the Association's sm all staff, segregation of m ost accounting fnnctions is 
not possible. 

~/1 an~  cm e n t 'k.l:~l an _o f C.p_rre_c t iv_eA ct ion 
M anagem ent acknowledges that the sm all size of the Association's staff lim its the 
extent of segregation of duties and that this is a constraint which w ill always be 
present in the A ssociation. M anagem ent also acknow ledges that this is a 
m aterial weakness in the accounting control. M anagem ent has determ ined that 
the m ost effective way to deal w ith this constraint is to have oversight of the 
accounting ftmctions by the Executive Director and, where necessary, oversight 
by the Board of D irectors. Such involvem ent will provide additional checks and 
balances w ithin the accounting functions of the Association. 

(2) Payroll taxes not paid timely and payroll reports not filed timely 

Effect 
Creation of a substantial liability as of June 30, 2000 

(Janse 
I )ue to lack of segregation of duties and proper oversight 

M m~ gem ent's Plan of Corrective A ction 
M anagem ent has im plem ented the requirem ent to have the Execufive r)irector 
sign all payroll tax reports and be responsiM e for tim ely filing of all such reports. 

Also, at the tim e the Executive D irector signs the payroll reports, she review s the 
paym ent status of the payroll taxes. M anagem ent has utilized the services of the 
audit firm during the year to ensure that payroll taxes are being paid properly and 
the tbrm s arc filed in a tim ely m anner. 



R['I) RIVER ASSO CIATION FOR RETA RDED CITIZF, N S, IN (" 
M ANA GEM ENT'S PLAN OF CORRECTIVE A CT1ON 

(Continued) 
JUNE 30, 2000 

(2) l'ayroll taxes not paid timely and payroll reports not filed timely. (Continued) 

~lmmgcment's Plan of Correctiv_e_._A _
c
..
ti
_gn- (Continued) 

M anagem ent has paid all currently accruing payroll tax liabilities as they becam e 
due. This plan was im plem ented in Decem ber 1999. M anagem ent has reduced 
the staff of the Association by two persons, cut expenses, and has prom oted the 
services that the Association has to offer to lhe com m unity. 

Expenses have been cut by approxim ately $3,200 per m ontlr as a result of 
term inating two em ployees. A lso, m anagem ent cut expenses across the board, 
resulting in an overall decrease of approxim ately 7%  reduction in total expenses 
for the year as com pared w ith the prior year. These actions have reduced m onthly 
cash requirem ents. The cash generated by these cuts has been applied to paying 
the outstanding payroll liability. 

M anagem ent has prom oted the services w hich the A ssociation can provide to the 
conm runity and its businesses in order to increase the revenue generated by the 
A ssociation's existing program s. This has resulted in the A ssociation obtaining a 
contract for cleaning services w ith a local business which provides gross incom e 
to the Association of approxim ately $6,500 per m onth. Also, m anagem ent is 
currently in negotiation w ith another local entity for additional cleaning services 
contracts which could result in further increasing the m onthly incom e of the 
Association. 

The A ssociation has tim ely paid its payroll taxes for the period Decem ber 1999 
through date of issue of this report. The A ssociation is m aking paym ents of 
approxim ately $2,500 per nronth on the outstanding payroll tax liability. 



REI) RIV EI{ A SSO CIATION FOR RETA RDED CITIZEN S, IN ( 
M AN AGEM EN T'S PLAN OF CORRECTIVE A CTION 

(Continued) 
JUN E 30, 2000 

Contact 
.l):rson!~,esx09._n_,.s_!ble for Corrcctive_A_c_tion 

Betty Sullivan 
Executive D irector 
Red River A ssociation for Retarded Citizens, Inc 
2303 East Carroll Street 
Coushatta, LA 71019 

(318) 932-6520 

Anticil~t~~! ('ompl_ctio_n_Dat_e_for Plan of_Act_i_gn 

M any aspects of the plan of corrective: action have already been com pleted and are 
currently in effect and have been identified in the preceding report. 

The Association is making monthly paym ents of approximately $2,500 to the Internal 
Revenue Service to reduce the outstanding payroll tax liability. The A ssociation plans to 
have the oulstanding liability paid off w ithin 24 to 30 m onths. 


